
• .-\11 the long distance companies were vague ;Ibout my jlans ~J :[(J'ilGe oc:li
residential service. Sprint representatlves reported no :Jians :0 sO :n~o ne ~esldential

market in any of the three cities. ~xcept Orlando. ?o.radoxic:lily :vlC:ndicated
tentative nlans to offer residential service in :-rew Orie:ms ::rnd Greenviile. ',yhere :hev. .
currently do not offer business service. but indic:ned. no plan :0 provlde service in
Oriando, where they are providing local service to business customers.

• Smaller competitors had no plans to provide residential service.

• When asked why they were not providing residential local service, none of the
carriers' representatives indicated that the local phone company was keeping them out
of the market. When representatives answered the question, they only indicated that
their current marketing plan was to focus on business customers.

Why are these companies refusing to provide service to residential customers?
The long distance companies loudly proclaimed a desire and 3. commitment to serve
residential consumers. What explains their absence from this market?

• Local residential service is costly to provide. Business service has traditionally been
priced higher than residential service, offering providers a higher profit margin than
the residential market. Without government mandates, competition will enter markets
that offer the best chance to turn a profit.

• Press reports indicate that the potential competitors underestimated the difficulty of
putting together effective business and marketing plans for offering local service to
consumers. News of AT&T and Mel announcements, missteps and refinements of
their plans to provide local service has filled newspapers since [ate in 1996.

• The major long distance companies have a financial self-interest to stay out of
residential phone service. The slower the long distance companies move into the
local service market, the longer they hope they can keep their most significant
competitor, the local phone company, out of the long distance business.
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Major Long Distance Companies Providing Local Service

All three of the major long distance companies are authorized by the state regulators to provide
service in these three target cities, and all have signed interconnection agreements with the
incumbent provider.

New Orleans Orlando SlG

AT&T*

Mel

Sprint

NO

NO

NO

YES

NO

YES

NO

NO

NO

YES

YES

YES

NO

NO

NO

YES

NO

NO

*AT&T's digital link service is available nationwide to business customers with T1.5
access (24 phone lines) or greater. This service delivers outbound local calls using
existing or new dedicated digital access facilities.

Small Competitive Local Service Providers

Smaller competitors are carefully targeting markets and almost exclusively serving business
customers.

New Orleans Orlando SIG

ACSI

Intennedia

Cox

NO

NO

NO

YES

NO

YES

NO

NO

NO

NO

YES

NO

NO

NO

NO

YES

YES

NO
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The State of Competition in Three Southeastern States

New Orleans

~early 80 companies have signed up to offer local phone service in Louisiana.
Although ten of those companies are fully cenified. only two are actually marketing
service to small pockets ofbusiness customers in a handful of the states' largest cities.2

~Residential phone customers, who make up the bulk of the local phone market,
will have to wait for the long distance giants to enter the market before they have a choice
among local service providers, industry observers say. Those are the companies with the
resomces to serve large numbers of residential customers at a low profit margin.,,3
"There is more money involved and more concentration [in the local business market.] In
the Central Business District in New Orleans, for example, there is more money to be
made than, say, one street of residential customers in Baton Rouge," said Janet Britton, a
staff attorney for the Public Service Commission.

4

Eatel, an independent telephone company serving rural Louisiana. is focusing on
residential customers first in Baton Rouge. Eatel has offered local service for nearly two
months, although it is not advertising or promoting the service widely. Press reports
indicated that AT&T "should" be offering services in )Jew Orleans in 1998 and will enter
the market as a reseller.

Consumers called customer representatives from various companies to ask about
local service. ACSI offers local business service but was up front in stating that they do
not plan to offer residential service. One representative of Cox claimed that residential
service would be offered after January 1, 1998, another said that residential service "was
possible."

New Orleans Consumer Survey Results

Serving Business Serving Residential Plans to OtTer
Residential Service

AT&T Yes No ·'Soon."

MCl No No After Jan. 98

Sprint Yes No No

ACSI Yes No No

Cox Yes No "It is possible"

Z Keith Darce, "Competition is Calling," The Times Picayune. August 17, 1997, pg. FI.
3 Ibid.
~ Tom Guarisco, "New Local Phone Service Starts in Baton Rouge:' The Advocate. April I. 1997, p.le.
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Orlando, Florida

Over 100 companies are authorized :0 provide lOC::U. phone service in the state or'
Florida and more than 70 interconnection agreements have been signed bet'Neen C ..EC.:3
and the incumbent local exchange carriers (ILECsl.

Those companies actually offering local service are again focusing on the
business market. Mel offers facilities-based service to businesses in Tampa, Orlando. Ft.
Lauderdale and Miami. 5 Sprint, Intermedia, MFS, AeSI and AT&T are also offering
local service to business customers in limited areas. 6 AT&T says that it plans to go
after both residential and business customers but so far only business customers have
been targeted. AT&T plans to test local residential service in the Southeast first in
Georgia If that goes well, they might begin offering service toward the end of the year. 7

Teleport Communications Group (TeG) says that it will offer local phone service
in the Tampa Bay area and Orlando. Although reG plans to build its own fiber networks
in these cities, the company will likely resell services from other providers until the
network is built. 8 The company did not specify whether it will offer residential services.

Consumers who called companies to inquire about local residential service
received a variety of responses. Sprint representatives skirted around the issue of why
they provide business but not residential service until they finally just said that Sprint will
offer residential service "soon." AT&T diplomatically said that they plan to provide
local service when they can offer the value and services desired.

Orlando Consumer Survey Results

Serving Business Serving Residential Plans to Offer
Residential Service

AT&T Yes ~o "Possibly in
future:'

MCl Yes ~o No plans

Sprint Yes ~o "In the process."

Intennedia Yes ~o No plans

Cox No ~o No plans

5 "MCI Seeks Cuts in Local-Competition -- Chilling Costs," ~lCI Communications Corp. Company Press
Release, August 28, 1997.
6 Frank Ruiz, "You're Going to do What?" The Tampa Tribune, August 3, 1997, p. 1.
7 Panicia Horn, "AT&T Joins Local-Service Bandwagon," Sun Sentinel. January 28, 1997, p. 3D.
g Paul Abercrombie, "AT&T Joins Local-Service Bandwagon:' Tampa Bay Business Journal, January 24,
1997, Vol. 17, No.4, p. 1.
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Spartanburg/Greenville, South Carolina

Fourteen companies in South Carolina have filed :or and received approval from
the Public Service Commission to offer local phone service and fifty-nine interconnection
agreements have been signed. However. only three companies, including ACSI and
Intermedi~ are actually offering local service and then only to a small number of
business customers.

These upstart local service companies plan to focus most of their resources on
high volume business accounts, ignoring the residential community. When asked what
he would tell residential customers, Carl Jackson, director of local exchange services for
Intermedi~ said," g'd] tell them don't wait on [us] for the time being: it's strictly a
business focus now." ACSI spokesman James Falvey echoed that sentiment saying that
'1:he economics aren't there right now for us to provide residential service." 10

The big long distance companies, AT&T, MCl and Sprint, have all been
authorized to offer residential local phone service, but only MCl plans to do so.
Moreover, at least one CLEC has the facilities to provide local service but has no
intention to serve residential consumers. I I

Spartanburg/Greenville Consumer Survev Results

Serving Business Serving Residential Plans to Offer
Residential Service

AT&T Yes No No set plan

MCI No No Plans to offer both in
next few months

Sprint No No None

ACSI Yes No No plans

9 Andrew Meadows, "Competitors Stay Out ofLoeal Phone ~larket," The Stare, July 18, 1997, p. B7- Bll.
10 Ibid., at B7.
II Ibid.
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Why ~ot Offer Residential Service?

The 3usiness Plans or-the New Entrants

The debate over the slow pace of competition :n ~ocai service has been focused on
the actions of the ILECs. Equally, if not more important. is the strategic planning, capital
investment and management decisions of the potential competitors. While there was a
great deal of speculation and enthusiasm during the time Congress was working to pass
the 1996 Telecommunications Act, the reality of the costs of doing business has toned
down the rhetoric.

The Competitors: The Big Dogs

Major long distance companies like AT&T, ~lCI and Sprint predicted during the
debate over the 1996 Act that they would be serving huge chunks of the local market by
now, yet they have moved surprisingly slowly. 12

AT&T made its big splash in January 28, 1997. when it announced that it would
begin offering local phone service on most outbound calls for any business dialing up
bills of $2,500 a month or more in 35 states. 13 Many analysts found that offer
disappointing, expecting perhaps a partnership announcement with GTE. Later it
appeared that AT&T's strategy for entry into the local market involved a merger with
SBC Cornmunications. 14 That idea was quickly quashed by Federal Communications
Commission Chainnan Hundt, and ever since AT&r s approach to entering the market
has seemed murky. Currently, AT&T provides local residential service only in
Sacramento, California, Libertyville and Waukegan. Illinois and Grand Rapids and Kent
County, Michigan. It provides both business and residential service in Connecticut and
Georgia.

Of the interexchange carriers (IXCs), MCl has been the most unapologetic in its
strategy of going after business customers fIrst. MCl has stated that its "long-term plans
don't include penetrating below the top 30% of residential customers:,l5 MCl intends to
build some of its own facilities, but does not plan to build local networks nationwide.
Instead, MCl will pursue business customers througIl a combination of strategies -­
resale, facilities and unbundled networks. 16 The company has launched local service for
mid-sized to large businesses in 25 markets (21 o\"er its o\vn networks) so far including
Atlanta, Chicago, Los Angeles, New York, and Seanle -- and has announced plans to be
in 31 to 60 markets by year end, depending on what newspaper you read. It only offers
limited residential service in California, Illinois, and )Jew Yark.

12 Andrew Kupfer, "The Telecom Wars," Fortune, ylarch 3,1997. p. 136.
13 P:ltricia Hom. "AT&T Joins Local-Service Bandwagon'" Sun S<?.'Jtine/. January ':3. 1997, p. 3D.
14 Richard Siklos, "Crybaby Bells," The Financial Post. A.ugus! 2. 1997, Sec. I, p. 7.
IS Washington Post, November 10, 1996.
16 C 1 H' h "Th B' Th " 7" I' J '" 00-J.rO yn Irsc man, e 19 ree, 1 e.epnorry. une _. '"' .
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Sprint ~as tiled for :-eguiatory approval :0 ?rovide ~oca.i service in ..17 states md
the District or Columbia. It :ms begun :0 serve ~argeJusiness C:.LStomers ~n Orimdo.
Florida. Sprint has said that it intends to size up loc3..i markets caremily, "We'-:e not
going to throw doilars at what might Je. \vllen we go into a city we'11 know which
customers we're going after, and that wiil determine where we build or iease :acilities. "
said Sprint President D. Wayne Peterson. i

7

The CLECs: The Feisty Pups

In addition to the long distance carriers, dozens of other companies are entering
the local business service market. The CLECs seem to agree on a basic strategy for
entering the long distance market - building their own network infrastructures. In terms
of marketing strategies, most of the CLECs say they plan to target small to medium-sized
businesses. Although focused on the business market, many CLECs may pick up some
residential business indirectly through IXC partnerships. AT&T just announced a new
competition strategy involving the franchising of the .-\T&T brand name and marketing
rights to affiliated carriers in wireless and local-phone services. The company has been
talking with numerous alternative local exchange carners to carry AT&T's traffic under
the AT&T brand in competition with the local Bell companies and GTE. Potential
partners for this first-time franchising of the AT&T brand name include small,
independent phone companies, electric utilities and even cable television companies. 18

Conclusion: Who Wins? Who Loses?

This preliminary report on the state of local competition revealed disturbing trends
that prompt the need for further examination on a national scale. If the trends found in
these three cities continue, there will be definite winners and losers in the competition
game. The interests that stand to win include the business constuners, the long distance
companies and the competitive access providers. The losers are residential consumers.

There is no doubt that competition has come to the business market. In urban
business districts, the large long distance companies are working to capture customers by
combining their local and long distance bills and bundling other services. In the cities
surveyed in this report, it is the business customers that are the primary, if not exclusive,
focus ofboth the large long distance companies and the smaller CLECs.

By delaying their entry into local service, the IXCs have kept their market, long
distance, closed to the regional Bell companies. The Bell companies would bring a level
of competition to the long distance market greater than that of smaller companies and
reseUers. which could force prices down. Unlike the IXCs, competitive access providers
(CAPs) have nothing to gain by delaying their entry into the local sen'ice market.

17 Andrew Kupfer, "The Telecom Wars," Fortune, March 3. [997, p, [36.
13 John Keller. "AT&T Sets Bold New Business Strategy," The Wall Street Journal. September 18.1997.
p. AI.
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Thererore. these companies have moved :he :nost }gsrressivelv
~ -'- ~

interconnection agreements and signing up business customers.

swiftly negotiating

As evidenced in this report, consumers are the losers in this stalemate. Bob Jenks.
Executive Director of the Oregon Citizens Utility Board.. says, "Companies promoted
certain things they were going to do as a way to develop political momentum to get the
act passed. Then they backed Off.,,19

Consumers in high cost rural and inner city urban areas, stand to lose because
with no incentives or mandates to provide residential service, the long distance
companies will continue marketing primarily to business and some high·end residential
users. Rural areas are expensive to serve because of the distances the lines must cover
and the cost of the network is spread over such a small number of customers. Inner city
urban areas are often costly and difficult to serve because of the high concentration of low
income consumers, in old buildings, with old technology and very little business or upper
income consumers to help share the cost of the network. These rural and inner city
consumers are likely to see few, if any, choice of providers, resulting in less-competitive
pricing and fewer incentives for companies to provide them with new services and
technology.

Consumers also pay higher long distance rates than necessary because of a lack of
competition in the long distance industry. Currently, the big three long distance
companies continue to change their prices in lock-step fashion because there is no real
competition in long distance. By taking their time in entering local competition, the long
distance companies are gradually gaining market share in local service while keeping the
local phone companies out of their core business.

Because of the lack of long distance competition, these companies are also
cashing in on FCC changes designed to spur competition. Keep America Connected
recently produced a report which sought to determine whether residential consumers
would save money as a result of the FCC decision to lower access charges, the fees that
long distance companies pay to the local phone company to start and complete a call. "In
Search of Savings," found that few companies were passing these savings along to
consumers. The report concluded that "only increased competition will push the (long
distance companies] to pass along these savings."zo

Competition in all aspects of the telecommunications market is the key to
bringing real savings, choices and new products to all consumers. The stalemate in the
development of local service competition in the residential market is blocking all the
major benefits of the landmark 1996 Telecommunications Act. Policy makers and
consumers must demand an end to this standoff.

19 Roger Crockett, "Phone Reform Seemingly on Hold;' Oregonian, February 25, 1997, p.! C.
20 "In-Search of Savings: A Look at Long Distance Phone Bills After Access Reform," K~ep America
Connected, September 24, 1997.
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IKeep America Connected

Executive Summary

Consumers On Hold

Keep America Connected evaluated the state of competition in local telephone service in thirteen
states including Arizona, California, Florida, Georgia, Louisiana, Massachusetts, Michigan,
Mississippi, Montana, New York, Oklahoma, South Carolina, and Texas. We surveyed service
providers, interviewed regulators, and reviewed press reports. We learned that:

• Companies offering local service are clearly cherry picking the most lucrative customers -­
big businesses.

• Brisk competition exists for business customers. In the cities we surveyed, fifty companies
provided local service to business customers. Businesses in all but five cities surveyed had
four or more choices for local service.

• Only consumers in New York and Los Angeles had any significant choice in local service -­
residential consumers can choose between four alternative local providers in LA and three in
New York. In the cities surveyed, we found fifteen companies providing local service to
residential consumers.

• Rural areas have the least number of potential competitors and few currently have choices.
Arizona, Mississippi, and South Carolina had the fewest certified providers.

• Only three of the companies providing local residential service are actively advertising that
service to all consumers.

• Small companies admit profitability is the reason for cherry picking the business consumers.

• Essential legal and regulatory hurdles, including certification and interconnection
agreements, have been cleared in all thirteen states surveyed, making it possible for
competitors to offer service to business and residential consumers.

• State regulators see clear differences between stated intentions of new entrants and actual
services being offered.

• Company sales representatives are scripted to advance corporate, regulatory and policy goals
-- sometimes at the expense of the truth.

• Companies who "plan to serve" the residential market estimated they would begin offering
service in as little as one year or as many as six years from now.



IKeep America Connected

Summarv of Results

Consumers On Hold

State # ofcertified #of # serving # serving # actively
provideri companies local business local advertising

surveyed residential residential
service

Arizona : 18 5 2 0 0

California > 100 8 7 4 1

Florida > 100 5 4 0 0

Georgia >40 7 6 2 0

Louisiana 30 5 4 0 0

Massachusetts 30 7 5 2 1

Michigan 30 7 5 1 0

Mississippi 23 5 2 0 0

Montana 2522 4 0 0 0

New York 75 8 5 3 1

Oklahoma 20 6 3 2 0

South Carolina 14 4 2 0 0

Texas > 150 7 5 1 0

Total # ~882 78 50 15 3
,

Conclusions

Interviews with providers, regulators and our review of press reports indicate that the regulatory
environment and the market incentives conspire against the development of competition in the
residential local service market. Robust, nationwide competition in the residential market is more
likely when the long distance companies begin to enter the market seriously. Until then, regional

I State commissions provided this information. Sometimes commission staff were only able to provide estimates due to the fact that the
~umber of certified providers changes daily.

- The Montana PSC does not have a formal certification process. it only requires companies to register with the commission. This number came
from the Commission's list of registered providers which includes all telecommunications competitors not just those providing local service,
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IKeep America Connected Consumers On Hold

niche players may make inroads, but we will not see full scale competition. The long distance
companies have no incentive to market local service as long as staying out of residential service
protects their core business. The FCC and Justice Department rulings that keep the local phone
companies out of the long distance market help the IXCs protect their profits while they cherry
pick the lucrative business customers in the local service market.

Cherry picking, as a way to build infrastructure and raise capital, may be a rational business plan,
but it can lead to detrimental outcomes for consumers.

First, it puts upward pressure on local rates. When the business customers leave the network, the
residential customers all must share a greater portion of the costs.

Second, it undermines the incentives to invest in network infrastructure that can bring modem
telecommunications services to consumers. Competition will drive the investment of all
providers. If competition is only in the business market, innovation and improvement will go
there first.

Third, it limits competition in the long distance market that the local phone companies could
provide and it prevents consumers from buying all their telecommunications services from one
supplier. Consumers would like to see long distance rates fall. More importantly, consumers
would like to save money on their total communications bill. If consumers can combine their
demand for services and purchase them from one company, they get convenience and and are
more likely to see savings.

As long as the FCC blocks Bell entry into long distance, there is no market incentive for long
distance companies and other alternative local service providers to serve the residential market.
Since it is unlikely that Congress or the states will mandate that all providers of local service to
business customers also serve residential, market incentives must be created to bring competition
to consumers.

Once local phone companies are allowed into the long distance market, all competitors will have
an incentive to provide full service packages to consumers. Companies that can't provide
consumers local and long distance service will be at a competitive disadvantage. The long
distance companies will then have a tremendous economic incentive to provide local reside jal
service as a way of keeping their long distance customers. Then, and only then, will it make
economic sense for them to actively seek local residential customers.

The FCC should move to create these market incentives as quickly as possible. The state
regulators and the FCC are charged with ensuring that local phone companies have opened their
market to competition before they grant them the authority to provide long distance service. If a
state has made the determination that the Bell company in their state has met the fourteen point
checklist criteria, the FCC should not stand in the way. Consumers have been on hold long
enough.
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Keep America Connected

Introduction

Consumers On Hold

Consumers are still waiting to see the benefits of the 1996 Telecommunications Act. The big
three -- AT&T, MCI and Sprint -- continue to dominate the long distance market and residential
consumers have no options for an alternative local provider. Policy makers are asking "why?"
The Act brought with it the promise of a new era of competition in telecommunications. The
pro-competitive environment was supposed to bring more consumer choices, lower rates, better
service and economic growth. However, the anticipated competition and the resulting benefits
for consumers are far from reality.

There has been a great deal of speculation about why competItIOn does not seem to be
developing as predicted. Despite the accusations of the IXCs that the local phone companies are
blocking the development of competition, press reports reflect explanations ranging from
unrealistic expectations on the part of the politicians and the public, poorly developed or non­
existent business plans of the new entrants, and deliberate business plans that were based on
cherry picking the most lucrative customers from the market.

Two other reports have been released recently that offer views on the state of competition. Peter
Huber, one of the nation's leading industry consultants, produced a report that concluded that
there is enormous competition in the local service market, but that it is all concentrated in 30% of
the market -- high-end business customers.3

In San Diego, where there has been local service competition, a consumer group reported on how
it is working. The Utility Consumers' Action Network (DCAN), a San Diego-based utility
watchdog organization, described the local service market in San Diego as "a disaster area."
UCAN found that currently a competitive local service market in San Diego and across
California has not materialized for small customers. The few customers that are aware of
competitive alternatives have experienced a wide range of service quality abuses including
substandard customer service and incompetent service representatives. These problems
combined with the tepid marketing effort by new competitors discourage consumers from
switching local carriers. 4

Keep America ConnectedS sought to find out the state of local service through the eyes and ears
of consumers. We wanted to find out whether companies were offering local service to
residential customers -- and if they weren't, why not? We set out to answer these questions the
easy way. We asked them.

3 Peter Huber, "Local Exchange Competition Under the 1996 Telecom Act: Red-lining the Residential Customer,"
November 4, 1997.
4 Bradley Fikes, "San Diego Area Local Telephone Competition A Mess, Watchdog Groups Says," North County
Times, Escondido, CA, October 15, 1997.
5 Keep America Connected is a coalition of organizations representing older Americans, people with disabilities,
rural and inner city residents, people of color, lower income citizens, labor and local phone companies who work
together to ensure affordable access to modem telecommunications for all Americans.
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IKeep America Connected Consumers On Hold

Consumer Survey of Competitive Local Service Providers

Consumer surveyors encountered a variety of problems in requesting service from alternative
local service providers. Identifying the potential providers was the first difficulty. Since few of
the providers are advertising, consumers were unaware of the local service options in their area.
Second, getting connected to a sales representative that could answer their questions often took
several calls and a long wait on the phone. When our surveyors finally reached a customer
representative, they often received vague or conflicting answers to their questions.

The consumers wanted to know four things:
• do you offer local service to residential customers?
• do you offer local service to businesses?
• why don't you offer local residential service?
• do you plan to offer local service to residential customers?

While it is reasonable to expect varying levels of knowledge among the different service
representatives, particularly about the companies future business plans, it is also reasonable to
expect that someone charged with selling a service would know what services are available. The
frequency with which our surveyors were told, "I'm not sure" or "'Maybe" was quite surprising.

Overall, our consumer surveyors found that even where local service was technically available,
most companies were not actively signing up residential customers. With the exception of Los
Angeles, few are really seeking out customers. AT&T is offering local residential service in four
of the cities we surveyed and Mel in three of the cities, but rarely are they advertising the
service, beyond some limited marketing to their long distance customers, and often they aren't
even doing that.

We did find several smaller companies (competitive local exchange carriers) that are actively
recruiting residential local service customers. RCN in Boston is one example of this kind of
"'niche" marketing that seems to be happening in the residential local service market.

Our surveyors found that most of the companies did offer local service to business customers.
They were often told that the company had chosen that market over residential because it is more
profitable. Some companies claimed to be serving business customers first to finance their
building of a network that would ultimately serve both business and residential consumers.
Others had no plans to enter the residential market.

5
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Phoenix, Arizona

Consumers On Hold

Consumers making inquiries into the availability of residential service in Phoenix had
difficulty reaching company sales representatives and getting a clear picture of what their service
options are. It turns out there are no alternatives to local service for residential consumers:

• AT&T: After being put on hold for seven minutes by AT&T, a consumer was disconnected.
In her second call she was told that no local services were being offered, but the
representative could not explain why or whether business customers could sign up for local
service.

• MCI: Consumers were told that no local residential service is being provided. When asked
whether MCI was offering local service to business customers the representative replied,
"Well, since there isn't service offered to local residential customers I don't think we are
offering service to business customers; we wouldn't do that." However, this statement
contradicts the information provided on MCl's own webpage which indicates that local
business service is indeed available in Phoenix.

• Sprint: A consumer was told that Sprint was not offering local service to either business or
residential customers. When asked if they planned to provide service, the representative
responded, "I don't think we are ready yet; but in the future, I am sure we will be providing
service."

• MFS: A consumer calling MFS was switched to WorldCom and had trouble getting through.
When she finally reached a sales representative she was told, "We are not serving residential
customers for local service." When the consumer asked why, she was told, "I'm not sure
and can't say why, but it's not being offered." The consumer asked if they were serving
businesses and was told, "Yes."

• TCG: Consumers were told, "No, we are not serving residential local customers." Why?
"Not sure but we will in the future, not sure when though." What about businesses? "Well,
if it's a small business we require three lines for service."

Phoenix Consumer Survey Results

AT&T
MCl
Sprint
TCG
MFS

Serving Business

No
Yes
No
Yes
No
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Serving Residential

No
No
No
No
No
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Los Angeles, California

Consumers On Hold

California has been considered a laboratory for local competltlOn. When consumers
called to inquire about local service in Los Angeles, they found that there are local service
alternatives but they are hard to find.

• AT&T: It took two calls to get through to AT&T to find that it is currently reselling local
residential service from Pacific Bell and plans "to move onto GTE next month."

• MC1: After three phone calls and a nine minute wait, we found that MCl is reselling both
GTE and Pacific Bell services to local business and residential consumers. MCl local service
rates are higher in GTE territory than in Pacific Bell-served regions.

• Sprint: After two calls, a Sprint representative said that they are reselling both Pacific Bell
and GTE lines to offer residential and business local service. However, "it will take four
weeks to get service."

• Brooks Fiber: Brooks Fiber "offer[s] simple business services but [has not] gotten into
residential yet." The representative was uncertain whether new owner, WorldCom, would be
interested in the residential market.

• TCG: After two calls, we were told that TCG is focusing on big businesses -- "that is ten
lines or more and apartment buildings." They are not serving residential customers and
"probably [won't] for a long time," according to a TCG customer representative.

• MFS: MFS is only providing local service to "major corporations." They "have no idea"
when they will begin offering other services.

• Winstar: Winstar is only serving small to medium businesses. When asked why it was not
serving residential customers, the representative responded, "It us not our market currently,
but it may be in the future." Why? "I can't really say, I'm not sure."

Los Angeles Consumer Survey Results

AT&T
MCI
Sprint
Brooks Fiber
CalTech
MFS
TCG
Winstar

Serving Business

No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
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Serving Residential

Yes
Yes
Yes
No
Yes
No
No
No
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Orlando, Florida

Consumers On Hold

Consumers who called companies to inquire about local residential service found that no
companies were currently offering that service. When consumers asked the companies if and
when they would be serving residential consumers, they received a variety of responses.

• AT&T: AT&T diplomatically said that they plan to provide local service when they can
offer the value and service desired.

• MCl: MCl representative said he knew of "no plans" to provide residential service.

• Sprint: Sprint representatives skirted around the issue of why they provide business but not
residential service until he/she finally said that they will have residential service "soon."

• Time Warner: Despite stated intentions to enter the residential market last year, Time
Warner representatives had no knowledge of any plans to move into the telephone business.

• lntermedia: lntermedia provides local service to businesses, but not residential.

Orlando Consumer Survey Results

AT&T
Mel
Sprint
Time Warner
Intermedia

Serving Business

Yes
Yes
Yes
No
Yes
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Serving Residential

No
No
No
No
No
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Atlanta, Georgia

Consumers On Hold

Atlanta consumers who called to inquire about the availability of residential service were
told by most companies that no residential service was being provided. In one case, where a
company was offering local residential service, the consumer was actually discouraged from
switching local carriers.

• AT&T: Consumers found it difficult to contact AT&T, but ultimately learned that it was
providing residential local service. However, sales representatives discouraged our consumer
from signing up, saying that the rates weren't significantly different from BellSouth's. The
representative did suggest, however, that if the consumer was an AT&T long distance
customer, it might then be to his advantage to use AT&T for local service.

• MCI: In spring of 1997, consumers were told that "1'1CI fiber optic line in Atlanta only
provides service to corporate businesses with 20 or more lines. Residential service may be
provided in the future through resale of Bell lines." Consumers this fall were told that there
were no plans to move into residential.

• Sprint: Sprint representatives said they had no plans for providing any type of local service.

• MFS: In Spring of 1997, consumers were told, "MFS is strictly commercial. MCl and
AT&T are looking to resell local regional Bell service. We do not want the residential
business. That is not our market. The residential apartment business is too high debt, people
move in and out, advertising costs are too high. We have always supported the major
business districts. That is where the money makers are." However, this fall they heard
residential service was "always a possibility."

• Winstar: Winstar representatives said the company would not be movmg into local
residential service "because we are still young."

o MediaOne: MediaOne appeared to be the only provider with serious plans for providing
residential service, but even it is rolling its service out to high-end consumers first.

Atlanta Consumer Survey Results

AT&T
MCl
Sprint
ACSl

Intennedia
MFS (WoridCom)
MediaOne

Serving Business

Yes
Yes
No
Yes
Yes
Yes
Yes
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Serving Residential

Yes
No
No
No
No
No
In 2 areas
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New Orleans, Louisiana

Consumers On Hold

Consumers called customer representatives from various companies to ask about local
service. Some representatives were very direct about their company's plans not to provide local
residential service, others offered vague responses to consumer questions about local service.

• AT&T: Callers to AT&T were told that local service was coming to New Orleans "soon."

• MCI: MCI told callers that it would begin offering residential service after January 1998.

• Sprint: Sprint told consumers that it offered only business service in New Orleans and had
no plans to provide residential local service.

• ACSI: ACSI offers local business service and does not plan to offer residential service.

• Cox Fibemet: One representative of Cox claimed that residential service would be offered
after January 1, 1998; another said that residential service "was possible."

New Orleans Consumer Survey Results

AT&T
MCl
Sprint
ACSl
Cox Fibemet

Serving Business

Yes
No
Yes
Yes
Yes

IO

Serving Residential

No
No
No
No
No



Keep America Connected

Boston, Massachusetts

Consumers On Hold

Consumers had difficulty reaching companies to inquire about their local service options
in Bostor. Once they did, they found that the companies providing local service are mainly

serving business customers.

• AT&T: After two phone calls and a six minute wait on hold, an AT&T representative stated
that he "had no idea when service will be offered," but that "if they did offer local service,
they would offer both residential and business."

• MCl: Contacting MCl took two phone calls, two transfers and a voice mailbox. Ultimately
calls were returned to the consumer and we learned that MCI is providing local service in
Boston.

• Sprint: Consumers calling Sprint were told, "No, we don't offer local service in this city.
We are only in California. Maybe we'll expand. I really don't know."

• MFS: After getting through to MFS, a consumer was told that although they do not offer
local residential service, MFS does provide service to businesses. When asked why, the
representative said that they plan to provide local residential service in the future but right
now they are only offering it to businesses because "you have to start at where you make the
most revenue so that you can generate a good infrastructure. Usage levels are dictating
where we are going."

• TCO: A TCO representative stated, "We are not offering residential service. However, we
are working with businesses in providing them service." When asked why they were not
serving residential consumers, the representative said he was "not totally sure, maybe in the
future. We "primarily service businesses that need a T-I level network."

• RCN: RCN is providing local service to "everyone in the area code" and selling the service
at a 5% discount from NYNEX (Bell Atlantic). It is in the process of installing its own
switches and facilities everywhere they offer service. In the meantime they are "reselling the
NYNEX lines." Representatives offered specific information about rates and services.

• Winstar: Calling Winstar resulted in a rapid busy signal on two attempts. On the third
attempt, our surveyor spoke with a representative that stated, "Local service is only being
offered to small and medium size businesses." The representative defined a small business as
having "8 lines." When asked why they were not providing residential service the
representative said, "Because the cost to set-up local residences is too high. Maybe [we'll
offer residential service] down the road or so but it won't be up for quite awhile." The
customer asked if it was the cost keeping them from serving the residential consumers.
"Yeah," said the representative, "and the technical challenges of wiring networks for service.
Right now we are targeting business buildings. they are our primary target because once a
building is wired it's easier to provide phone lines to business customers in that building."

II



IKeep America Connected Consumers On Hold

Boston Consumer Survey Results

AT&T
MCI
Sprint
MFS
RCN
TCG
Winstar

Serving Business

No
Yes
No
Yes
Yes
Yes
Yes
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Serving Residential

No
Yes
No
No
Yes
No
No



Keep America Connected

Detroit, Michigan

Consumers On Hold

Consumers had difficulty reaching many of the companies to inquire about local service
in Detroit. When companies were finally contacted, consumers found that alternative providers
for residential service were virtually non-existent.

• AT&T: Consumers calling AT&T learned that it is offering local service if you are currently
served by Ameritech. A representative told our consumer about the three packages for local
servIce.

• MCl: According to one MCl customer representative, MCl is offering both residential and
business local service. However, a representative of MCl Local said it is only serving
business customers.

• Sprint: A Sprint representative told our consumer that it is not offering services in this area,
and currently is only offering local service to California residents on a trial basis. When
asked if they planned to provide service, the representative said, "I have no idea about plans.
I suggest you call back to check."

• Brooks Fiber: Brooks Fiber is not offering any service in the Detroit area and currently, has
no plans to do so. The company, however, does serve residential customers in Grand Rapids
and parts of Lansing.

• MFS: An MFS representative said, "No, we are not currently offering service to local
residential customers" but, "yes, we do serve business customers." Why only business?
"Not sure, you will have speak with our corporate offices to get more details."

• TCG: rCG only provides local service to businesses; it does not serve residential consumers.

• Winstar: Winstar is "focusing on business first" but in order to receive local business service
the customer must meet a certain number of qualifications.

Detroit Consumer Survey Results

AT&T
MCl
Sprint
Brooks Fiber
MFS
rCG
Winstar

Serving Business

Yes
Yes
No
No
Yes
Yes
Yes
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Serving Residential

Yes
No
No
No
No
No
No



Keep America Connected

Jackson, Mississippi

Consumers On Hold

Consumers calling companies to find out about the availability of local service found that
few companies were providing any type of local service. For those offering local business
service, residential service was a "way off in the future" consideration.

• AT&T: AT&T's residential consumer line representatives indicated that no local service
was being provided to residential customers at this time in Mississippi, but wasn't sure about
service for businesses.

• MCI: MCI has not yet applied for authority to provide service. When trying to call MCI to
inquire, a consumer was disconnected once and then told that the MCI only provides
residential service in California and New York. The consumer then asked about local
business service and was transferred to the business department who could not answer
questions about local service.

• Sprint: Sprint is certified to provide local service but is not offering local service to either
local business or residential consumers.

• Brooks Fiber: Brooks Fiber currently offers local service primarily to downtown businesses.
When asked if service would be provided to residential consumers, a Brooks Fiber
representative stated that, "If we do it will be way off [in the future] because our primary
focus is the business sector, we're running our fiber there. [Moreover, residential service] is
very expensive."

• ACSI: ACSI provides local service to business customers only and estimates that any
potential entry into local residential service was 3-6 years away.

Jackson Consumer Survey Results

AT&T
MCI
Sprint
ACSI
Brooks Fiber

Serving Business

No
No
No
Yes
Yes
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Serving Residential

No
No
No
No
No



Keep America Connected

Billings, Montana

Consumers On Hold

Consumers who called companies about local service in Billings, received different
responses from different sales representatives of the same companies. In addition to receiving
conflicting responses, consumers found virtually no local service options in Billings.

• AT&T: A consumer who called AT&T to request local residential service in Montana, was
first told by one salesperson that they do offer some packages and then told by another that
they do not but that they are planning to in "a year ... six months, they don't tell us that."
When asked if AT&T offers local service to businesses, the representative replied that they
do not, because if they did they "would automatically offer it to residential customers."

• MCI: An Mel representative told the caller that it does not offer local service because "the
local companies are fighting tooth and nail to keep the long distance companies out." When
asked about local business service the same representative replied that "when [Mel does] go
in an area they'll go with everything, they don't go with just residential or business services."

• Sprint: Sprint told .the consumer that the only state in which it offers local service is
California and it is like a "test market to see how it goes." When asked about future plans for
local service, the representative replied, "1 don't know about any plans to move beyond
California."

• Citizens Telecom: One representative told a consumer that, "Yes, we offer both local service
to residential and business customers in Billings, Montana." However, a different
representative said that "we only offer local service in Eureka, Libbie and Troy, not
Billings." When asked about future plans, the second representative said that he was not
aware of any.

Billings Consumer Survey Results

AT&T
MCI
Sprint
Citizens Telecom

Serving Business

No
No
No
No
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Serving Residential

No
No
No
No
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New York, New York

Consumers On Hold

New York was one of the few cities where consumers had a choice in local carriers.
However. to date competition in New York has been focused mainly on medium to large
businesses and high-end residential consumers. Consumer callers inquiring about local service
in New York City found that this was true of most companies they called.

• AT&T: AT&T is only serving the Rochester County region in New York.

• MC1: MCl representatives told our consumer, "Yes, we are serving the New York City area
including the five boroughs." When asked about business service he replied that "we are
serving businesses in the same area, if we can serve residences we'll serve the businesses in
that area."

• Sprint: Sprint is not offering local service to businesses or residential customers.

• Winstar: A Winstar representative was very candid in his response to why the company
serves local business but not residential customers. He stated that it's "currently not in the
company's interest because it's more expensive to serve residential customers."

• Citizens Telecom: Citizens Telecom offers facilities-based residential and business local
service mainly in central and upstate New York. They do not provide local service in New
York City. However, while business service is widely offered, residential service is only
provided in a limited area because, according to a customer representative, "it's not practical
to get any more residential, the company is basically just trying to get business." When
asked if that is because business service is more profitable, the representative replied,
"Definitely."

• MFS: A customer representative said that they do not offer local residential service but they
plan to look into providing it. Currently they do not even provide service for small
businesses, only major businesses and corporations.

• TCG: TCG offers residential local service but only in a limited area. According to the
customer representative, "1 can't tell you if we can serve you without the prefix of your
number or the prefix of your neighbor's number." When asked why the service varies, the
representative said he was "not sure but it does and 1 can't confirm service until 1 have a
number."

• RCN: RCN is reselling lines in the 212, 718, 516, and 914 area codes and is planning to
build facilities. When asked if they were offering service to businesses as well, a
representative said they were but "1 don't know the details. 1 would have to transfer you to
another department."
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